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Burcaucracies and Economic Reforms: Fxperiences
in India, China and South Korea

Abstract

This paper draws mainly upon research In the state of Gujarat focussing both on administrative reform
and (he burciucracy's response 1o a changing cconomic policy cnvironment in the context of
liberalization. For a comparative focus, the paper also draws on material on the Chincse and South
Korcan burcaucracics in the context of structural adjusiment prograimmes in these countrics.

In both India and China higher echelons of the burcaucracy have responded positively and cven helped
shape liberalization policics; middie and lower nings of the state scrvices have remained largely
ignorant of the economic reforms and have frequently resisted liberalization as a perceived threat to
their powers. In both these countrics, in varying degrees, the idcological and institutional heritage of
a pronouncedly statist model of development have created pockets of resistance within burcaucracics
10 cconomic liberalization. On the other hand. the authoritarian naturc of the military dictatorship in
South Korca has made it relatively casy for the state to push through administrative reforms in the
context of structural adjustment.

The matcrial reviewed points to the fact that a comprehensive sct of policics notwithstanding,the actual
process of cconomic reform may be obstructed by lack of understanding, opposition -overt or
otherwise-, or at lcast foot dragging. by personnel who remain ultimaicly responsible for its
implementation. The paper draws attention 1o the centrality of educative programmes, targetted
padicularly at middle and lower levels of burcaucracics, as an instrument of socializing state officials
to a ncw sct of roles in a changing policy context.
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1. Introduction

From the late 1970s onwards a large number of countrics in the developing world shifted course {rom
stalc-led, import substitution models of dcvetopment to market-led and private scctor oriented
strategics of growth. Thesc policy shifts have implicd widc ranging and decp changes in the structure
of thc economy and in the state’s relationship to cconomic agents.  Frequently, however, the need to
change govemmental institutions, structures of burcaucracics and attitudes of officials, in order to
respond to the policy shifts has received much Iess attention than the package of cconomic reforms
itsclf.

This paper begins (section 1) with a discussion of the role of burcaucracics within the framcworks of
shifting devclopmental paradigms and the different dimensions of reform of burcaucracics in the
context of economic liberalization, In section 2, § present material on attempts to change and-adapt
the burcaucracy to cconomic liberalization in the context of onc Indian state, Gujarat. Gujarat is
industrially the second most advanced statc in India and successive governments in the statc have
attempted to evolve burcaucralic institutions specifically (o facilitate the private sector’s role in
industrial growth. Economic liberalization policics, particularly since 1991, have provided a further
impctus and a more conducive cnvironment for statc support to the private scctor in industry. This
paper highlights the positive role of a numher of govemmental agencics in the industrial development
of the state; at the same time certain institutional and attitudinal problems inhcrent in the civil service
structures and personnel reinforce and recreate the problems of burcaucratic apathy and obstructions
which the programme ol cconomic liberalization was designed primarily to correct.

In section 3 the paper draws on material from China and South Korca, two other Asian countrics
which have instituted cconomic liberalization refonns on a fairly wide scale and with remarkable
degrees of success. Burcaucracy reform has been underiaken in both these countrics to respond to the
shifts in cconomic policics from import substitution, statc contro! and large public scclors to cxports,
markets and expanding spacc for (he privaie sector.,

These two countrics offer some intercsting comparisens with India. In terms of political systems, the
thrée countrics differ significantly: while India institutcd and has continucd with a democratic political
framework since independence in 1947, South Korea has been continsously under military rule since
1961 up until the late 1980s when a process of democratization began, though very slowly; since 1949
China has been governed by a one- party dictatorship which rules with a highly charged communist
idcology. On very different scales, India and China arc cxamples of planned cconomics with highly
statist ideologics moving towards markct oricnted cconomic systems; on the other hand, successive
govemmecnts in Korca have introduced a wide range of siatc intcrventionist mechanisms, but these
have been perceived more as policy instrumentalitics, pragmatically rather than idcologically defined.
A significant point of similarity between all three countrics is in strong patemalistic traditions of
burcaucratic authority. There arc therelore significant similaritics and diffetences in the institutional
bascs from which cach of these countrics embarked upon structural adjustment.

The major finding of this paper is that across countrics, while upper fevels of burcaucracies have
responded positively, and even shaped economic liberalization programmes, middle and lower ranks
have oftien remained poorly informed about liberalization, have frequently viewed liberalization as a
threat to their powers, and have obstrucied both burcaucracy reform and liberalization of the cconomy.
The pace of rcform obviously depends to a large cxtent on the nature of the political regime:
authoritarian systems, as in South Korea, arc ablc 1o overnule dissent and institute wider and speedicr
reforms than is possible in democracics. But in cach of these contexts, and particularly in democracics
such as in India, or in countrics with powcrful,highly cvolved and pervasive statist philosophics, such
as in China, cducative programmecs, specificalty targetted to middic and lower ranks of burcaucracics
nced to be designed and implemented in order to disseminate the idea of cconomic liberalization. In
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countrics with strong traditions of state authority, rcinforced by the statc-centered developmental
paradigms of carlicr dccades, a theory of state reform and institutional change must nccessarily
accompany the shift 1o a market oriented maodel of development.

2, Burenucracies and development: shifling paradipms

In its classical definition a burcaucracy is an institution responsible for pursuing cenain well defined
functions in the public rcalm, and characterized by a sct of rational proccsses by means of which these
functions arc pursucd.! As the post world war 11 era of industrialization opened, burcaucracics almost
the world over hecame synonymous wilth national developmental goals. In the socialist cconomics of
coursc governments/burcaucracics were perecived 10 be the ecmbodiment of the general interest and
were vested with enormous control over cconomic resources supposedly 1o be able 1o shape nationat
destinics in the collective interest. In the advanced industrial cconomies of the west, the decades
following the sccond world war saw unprecedented rates of industrial growth accompanicd in most -
cases by the expanded commitment of govemments to social welfare; the welfare slale system lcd to
the expansion of burcaucracics in structurcs and functions as govermmental services and numbers of
clientcle widened.

In the developing world, industrialization and cconomic development were adopted as key symbols
of collcctive national aspirations; national povernments hecame cemtral agencics for delivering both
cconomic growth and a wide range of wellare services designed 1o raisc many millions of pcople from
deep pockets of poverty into higher living standards. 1n the context of these goals, as the state, or
govermment, became the focal point of developmental activitics, burcancracies, as the cxecutive arm
ol govemments, came to be regarded as the principal vehicles of the wide rafging changes that were
being sought to be brought about by developmental states.

From the 1970s onwards, as is well known, industrial rceession set in many of the advanced
industrialized countries; from this limc, too, a large number of third world states found thecmselves
cntangled in scrious cconomic problems ranging from hcavy intcmational dcbts, stagnant growth ratcs,
cscalating cconomic incqualities spilling over into polilical instabilitics. The 1980s saw also the
dismantling of communist rcgimes in Sovict Russia and Eastern Europe. o '

It was in the context of these intemational cxpericnces that the role of the state as a generator and
sustainer of cconomic growth and just distribution became challenged; the pendulum swung as markets
became the perceived infatlible vehicle of growth, and a generalized intellectual and political reaction
to the post war model of statc-planned and burcaucracy-lcd growth began to take shape.

As the communist regimes of Soviet Russia and Eastern Europe fell, these countrics began significant
restructuring of their cconomics towards private cnterprise-bascd rather than state controlled cconomic
growth. In China the Communist Party itsclf led the shifts towards the mark®, away from central
planning. The bias towards the marketl was symbolized particularly by the Reagan and Thatcher years
in thc USA and UK. Thc 1980s witnessed not only a major privatizalion drive in the UK bul also
major shifts away from (hc statist welfarism that had been Ininched by succensive Labour purly
governments since World War 11, Similarly in the USA three successive Republican terms(1982-94)
poscd a sustained critique of state-supportcd welfare and projecied the idealization of the market.

In much of the third world, by the cnd of the 1970s the model of centrally-planned and state-directed
cconomic growth was largely perceived to have failed; the genceral reversal to markets began to take

1 © Max Weber, Theory of Social and Economic Organization, Chapter 3, New York: Oxford University
Prcss, 19417,



shape in many devcloping countries in the fonm of cconomic policies which set free private enterprise
from state control, sought to privatize statc enterpriscs, liberalized trade and opened up hitherto closed
economies to foreign investment.

These shifts in developmental thinking have focussed on a critique of the statc's inability to gencrate
or sustain desired levels of economic growth. In concrete terms, burcaucracics have frequently come
to bear the brunt of this criticism and to symbolize siate incapacily; bureaucracies have in fact begun
to be looked upon as hindcring rather than facilitating the task of development. As political clitcs
have sought to introduce market orlented modcls of development to replace central planning and state
involvement in economic activities, the underlying theme has frequently been to limit the scope of
bureaucratic functions.

Frequently, however, undcrlying the thrust towards economic liberalization, there has been an
ambivalence regarding the nature governmental/burcaucratic functioning in the new policy scenario.
On the one hand, economic liberalization implics increasing space for the privatc scctor and rolling
back govemmental involvement; additionally, given the concems with efficiency and cost cutting, it
has meant cutting down of overstaffcd govemmental departments and public enterprises. On the other
hand, ncw functions have been generated for govemnments; for example, in a context of industrial
restructuring, social security bccomes an arca of expanding govemmental concem; more gencrally, as
the economy shifts from statc predominance and governmental monitoring towards greater space for
the markct, for private enlerprise, for foreign investors and intecmational creditors, the statc's economic
role takes on a differcnt colour in the sphere of providing infrastructure and other supports for the
privatc scctor, in handling intcmational loans, regulating forcign investment, dirccting the process of
privatization of state-owncd enterprises, and in the gencral creation and sustenance of a political
cconomic cnvironment where hoth forcign and domestic capital will be induced to invest. There may
nctunlly oceur, therefore, a reinforcement of the state’s functions and of its presence in the cconom y.

The burcaucricy's role in the context of cconomic reforms needs to be conceptualized at different
levels. At the first cut of course there is the overall nature of the political regime which determines
the ways in which bureaucracies function; is the burcaucracy insulated from political pressure, from
pressures that might be mounted by socictal groups which are negatively affected by market oriented
reforms? The extent to which those in political authority are exposed and vulnerable to societal
pressures would determine the burcaucracy’s effectivencss in implementing a structural adjustment
programme.

Secondly, structural adjustment programmes have increasingly reflected the influence of technocrats
upon the policy making process. In a situation of cconomic crisis, a change in the policy regime
frequently emerges from political imperatives, i.e, the impetus to.change is fundamentally political;
but policy shifts themselves are often shaped by top level burcaucrats who arg closely involved in
policy making. This process has highlighted the role of technocrats within the bu%ucracy; technocrats
-policy intclicctuals, most often cconomists- are usually inducted by the government from outside the
state to act as architects of new policics. Frequently they are appointed to key advisory positions
within the burcaucracy. In this context thcre may be an émerging differcntiation between career
bureaucrals who are most often generalists and technocrats whose specialized knowledge, emerging
influecnce within the burcaucracy and closcncss to thosc in political power have gencratcd ncw power
equations within the bureaucratic hicrarchy. The position of this new technocracy, their rclationship
to those in political power and to generalist burcaucrats would delermine to a great cxtent the scope
_ and effectivencss of structural adjustment policics. How docs a policy intcllectual in the role of advisor

2 For clahoration of this theme, sce ‘Thomas M. Callaghy, in Joan M Nelson (ed) Fragile Coalitions, the
Politics of Economic Adjustment, Ncw Byunswick, Transaction Books, 1989,
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rclate 1o his official supcrior, and vice versa? Do such rclationships have implications for the scope
and speed of rcforms? What mechanisms are therc for percolating and dissecminating the ideas of
change-oricniced technocrats down the civil scrvice hicrarchy?

How do bureaucrats who have been attuncd to a statist perspective intemnalize the new norms of the
predominance of the market, rather than the government? What are the responses of the lower
burcaucracy accustomed to the functioning of a regulatory state system, to the sudden divestiture of
functioris and powers?

What administrative reforms take place to give cflect to the increasing concem with efficicncy, Spccd
quality service?

What kind of educative programmes arc undcriaken to scnsitize civil scrvants to the new policies, to
instill changes in approach towards clients/the public, and to rcorient them to new functions These
themes will be dealt with in the context of the empirical material presented in the following sections.

3.1 Administrative reforms in an Indian state: the case of Gujarat

In India the direction of cconomic policy in the Jast decade has been towards the dilution of
burcaucratic controls on privale industrial undcrtakings. A fairly wide ranging sct of cconomic
liberalization laws have come into being since the middic of the 1980s and particularly since 1991.
Such legislation is designed to loosen the controls of govemment on private enterprise: thus several
industrics have been delicensed, import restrictions have been lificd, price controls reduced or
withdrawn and a gencrally posilive climate has been sought to be created for private entrepreneurs by
providing incentives, casy credit, lowered taxcs ctc.

These policics represent stgnificant changes in the working of the economy and in the staic's
relationship with cconomic agents; however, thesc changes have been unaccompanied by much
thinking on the need to change the nature of stale instilutions themselves in order to respond to the
new policy package. Implicit in the policy shifts towards a market oricnted economy is the assumption
that along with the policy changes the burcaucracy too will change its colour and role.

In India while the broad contours of industrial policy arc dccided at the level of the central
govemnment, to a large extent the scope and pace of implementation is determined by the effectivencss
of govemments at the state levels. At the level of the statcs, administrative departments are organized
in a pyramidal structurc; cach administrative department is usually under the ultimate authority of a
minister, who Is an clected representative In (he state legislative assembly, and 't the political head of
the department.  The administrative responsibility of cach department is vested in the positions of
dcpartmental sccretary, joint sccretary, deputy sceretary; such officials arc typically drawn from the
1AS (the Indian Administrative Scrvice) The middlc and lewer ranks in the depariments arc usually
filled by officers, clerks, section officers etc., drawn from the state civil service. This section will
examinc changes in the structure and attitudes of the burcaucracy in the context of cconomic
liberalization focussing on the state of Gujarat.

The discussion on Gujarat administrative reforms falls into two parts: (1) In order to avoid or minimize
the ncgative fall outs of a markct oricnted developmental modet, such as enclave-like growth, or large
scaie loss of jobs due lo technological upgradation/industrial restructuring, the state necds 1o reorient
or rcinforce s activitics towards greater commitment to overall development, provision of
Infrastruciural ‘supports, social securlty cic. It is in this context that govemments may need to reform
their finances and organizational structurcs in order to be able to command the resources which will
facilitate this role. In this context the paper examines the recommendations of the Eighth Finance
Commission with rcgard to Administrative Rcforms and underlines that while a start has been made.
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much more neceds to be donc on the tines recommended by the Commission. (2) Economic
liberalization raiscs the question of reoricnting the govemment's approach to privatc business from
rcgulation and control to that of providing positive supports,inviting investments, casing botilenccks
and evolving facilitics, both in the domcstic and intcmational cnvironment whercby privatc business
can function cffcctively. In this specific context this paper looks at the agencics,institutions and
mcchanisms deviscd by the govemment of Gujarat 10 facilitate the private scctor in industry.

32 Gujarat: The context for administrative reforms

In Gujarat the need for administrative reforms is highlighted by certain emerging contradictions in the
political cconomy over the last decade. Gujaral is now the sccond most industrialized state in the
country and industrial investment has shown significant cxpansion. On (he othcr hand, there have
emerged large pockels of poverty, urban uncmployment has increased, and public spending in social
sectors like health and education has declined.

The state govemment’s finances have been sicadily deteriorating over the past few ycars. The total
govemment expenditure, both revenue and capital, has been exceeding the revenue receipts, resulting
in an increasing fiscal deficit. The fiscal deficit of the Gujarat govermment increased from Rs. 246.78
crores in 1980-81 to Rs. 1875.71 crorcs in 1991-92 andl Rs. 1173.66 crores in 1992-93. What lics at
the root of this fiscal imbalancc is the acccleration in the growth of non-plan expenditurc. Non Plan
Revenue Expenditure (NPRE)as pereentage of total cxpenditure has incrcased sharply from 47.63%
in 1980-81 t0 65.13% in 1993-94. .

This nisc in the non-plan expendilure is accounted for mainly by the growth in expenditure on
cstablishment and the growing burden of dcbt servicing. In Gujarat, administrative cxpenditure as
percentage of total revenue grew from 13.96% in 1984-85 to 16.03% in 1989-90. During the 1980s
revenue expenditure rose by 3.1 times while the spending on salarics and administration, which is a
componcnt of the total revenue expenditure, went up by 3.5 times. The revenuc receipts rose by only
2.5 times. These trends have led o a scvere resource crunch with regard 1o finding finances for Plan
schemes. The expenditure on the state’'s Annual Plan as a percemage of total cxpcndllurc has declined
steadily from 35.6% in 1980-81 10 24.71% in 1993-94",

In the light of these facts, the Eighth Finance Commission stated " a desirable goal would be to restrict
the rate of growth of NPRE bclow that of the growth ratc for total rcvenucs and to gradually bring
down NPRE as a percentage of revenue cxpenditurc....” Further, " a two pronged stratcgy should be
adopted to achieve this objective. On the onc hand, a time-bound comprchensive programme of
administrative reforms should be undertaken at all levels of government in order to streamline
procedures and improve productivity. The other part of the stratepy should be aimed at reducing the
number of government cmployces by hiving off organizations and activities which are no longer
relevant to the basic objectives of the Govermment or have become fotally redundant in the present
environment™.

33 Reducing the role of the government

Administrative reforms have not occurred importantly on the agenda of governments in Gujarat. The
Administrative Reforms Commission, which was sct up in 1966 had very little impact on statc

3 Report of the Gujarat Statc Finances Commission, Government of Gujarat, April, 1994,
4 ibid.
5 ibid.
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govemments. In Gujarat, the High Level Administrative Reforms Committee under the chaimmanship
of Shri G.C. Bavcja, 1985,and the Administrative Reforms Committce on Public Oriented
Administration under the Chairmanship of Shri Jaswant Mchta, 1987, mainly addresscd the question
of appropriatc mcchanisms for redressal of public gricvances. The question of any comprehensive
rcvicw of basic organizational structure of govemment was not addressed.

The Eighth Finance Commission considered that this issue required a fresh appraisal in the context
of the policy changes relating to cconomic liberatization that had been introduced since July 1991. The
commission recommendced abbrevialing the process of decision making by compressing the cxisting
multi layer decision making into a maximum ol three level structure of decision making: desk officer,
deputy/joint sccretary, secretary. Decisions without any major policy implications should bc taken
maximum at the third level from the level where the proposal originates. 1Issucs with policy
implications which arce to be decided at the level of the Chicel Minister/Cabinet should be handicd only
at the level of Deputy Secretary and above.  Decentralization of decision making was an imporfant
theme. The Commission stresscd that govemment must consciously reduce its dependence on non
ticchnical clerical cadres at all levels and mugt abolish the orderly and pcon culture. The Commission
strongly recomincended the streamlining of administrative procedures with a view to reducing sumplus
manpower in government departments.

The total number of sanctioncd posts in the various departments of the govemment of Gujarat declined
from 271751 in 1986 10 245794 in 1992; thc total number of employces working ‘declined from
234990 in 1986 to 207761 in 1992. This decline in the total number of employecs of the Govemment
of Gujarat demonstrates that the restrictions imposed on the creation of ncw posts and (illing up of
vacancics arc being fairly strictly implemented since 1992,

In enquirics over various depaniments it appearcd that while new posts had not been created and vacant
posts had not been filled, very little attempt had been made to reduce manpower which was perceived
to be surplus both because governmental functions had been redefined and in the context of the new
perception that flabby organizations had to be cut down. A Voluntary Retirement Scheme has been
in force for some time. Under this scheme an ecmployce who has put in 2 minimum of 20 ycars of
service can opt for voluntary retirement with full pension and other benefits with a weightage of 5
ycars. However this scheme scems to have attracted a minuscule pereentage of government employces
in various dcpartments.

34 The bureaucracy-industry interface

Gujarat has witnessed a fairly signiicant scale of industrial development since its inception in 1960.
While in the carly years it was known mainly for its textite industry, its industrial growth now spans
a wide rangc of manufacturing, and it has climbed from the cighth to the sccond position in terms of
states’ ranking in industrial development. The statc manufacturcs 100% of the country’s caprolactum,
91.5% of soda ash, 90% of azo dycs, 69% of salt, 56% of vat dycs. The belt between Vapi and
Baroda is covered with pharmaccuticals, chemical and petro chemical industrics.

What has spurred this growth is a combination of factors. The native business acumen of the
entreprencurial scctions of the Gujaratis has played a vilal role. Successive governments in the statc
have pushed ahcad aggressively with industrialization, spurrcd largely by a sense of compcetition with
neighbouring Maharashtra, What has importantly characterized the industrial policy regime of cach
government  has been a  posilive and supportive approach to privatc business. This approach has

6  ibid.



underlined the setting up and increasing role of a number of govermment agencies designed specifically
for thc purposc of providing assistance to industrial cntreprencurs on a wide range of scrvices.

The Gujarat Industrial Development Corporation (GIDC) provides land with rcady built sheds and
other infrastructural facilitics in its industrial cstates: Gujarat Industrial Investment Corporation (GIIC)
and Gujarat State Finance Corporation (GSTC) provide financial assistance for sciting up ncw
industrics and Gujarat Small Industrics (GSIC) supplics raw materials and machinery on casy terms
to smndl industrdes and also helps them in markcting thedr products. Coordinating the activitics of the
industrial and financial corporitions is the Industriat Extension Burcau which also has a separate ccll
for helping Non Resident Indians,

The GIIC assists the sctting up of medium and large industrial units; it also works as a catalyst to
promote new ventures both alone and in the joint sector, As a financicr or development banker,it has
so far sanctioned over Rs. 800 crores as assistance (0 morc than 330X units. The assistance sanctioncd
has helped to generate additional investment worth almost Rs. 3,000 crores in the stale. In the joint
sector the GIIC, besides financial support, through cquity participation, provides technical and
managerial inputs for the quick implementation of projects. After the projects go into commercial
production and their opcration is stabilized, the corporation withdraws its cquity so as to invest it in
ncw ventures. Forty three of its sponsored projects, entailing an investment of Rs. 1654 crores, have

alrcady gone into production. In these 43 projects, GIC has contributed an equity of about Rs. 85
7 .
Ccrorcs’.

The Gujarat Small Industries Corporation (GSIC), formed in 1962, has been mainly responsible for
providing raw materials, and guidance 0 small scale units for purchase of quality machine (ools,
import of raw matcrials, gencral marketing ctc.

On the infrastructure front, the GIDC has developed 186 industrial cstates throughout the state. As
on Scptember 1991, the Corporation had alloticd 705 lakhs sq. meters of plots and about 11313 sheds.
The GIDC provides a package of infrastructural facilitics fike water supply, drainage, power, schools,
post officcs, banks, fire station etc. at these cstates. The Corporation has constructed 10200 houscs
in these cstates for workers®,

The Industrial Extension Burcau offcrs scrvices of a somewhat unique kind to private entreprencurs.
One of the central functions of the Burcau is to act as a singlc point contact between the entreprencur
who is about to set up a projcct and the various agencies that he is required 10 deal with. Thus once
a projcct is on, officers of thc Burcau help the entreprencur with information regarding various
{ormalitics, forms to be filled, sources of finance, managcrial, technical and_profcssional inputs. It is
common practicc for a Burcau official 1o accompany an entreprencur through his varions dealings with
the burcaucracy in order (o clear a project, get finances cic. The underlying idea behind such supports
is to casc bottlenecks, speed up the initial work on the project, and to facititate contact between the
burcaucracy and the centreprencur.  Additionally, the Borcau has a speciat NRI cell for assisting and
encouraging NRI investment. The Burcau also has an active publicity cell and produces pamphlets
on Gujarat’s industrial facilitics in order to attract investment from outside.

While thc above account oullines thc major governmental agencics responsible for stcering the
industrial development of the state, the following account provides a more detailed presentation of the

7 Economic Times, Fcbruary 18, 1992, "GIDC: Primc Time Progress”,
8 ihid.



functioning of the GIDC and cxamines the interface of this agency with private entreprencurs”. “Fhe
GIDC, it has been mentioned above, is responsible for providing land, sheds and basic infrastruciural
facititics like watcr, power, clc. 1o enterprises. In the industrial map of Gujarat, the southem part of
the state has shown dramatic development. The 30 GIDC cstates in the three districts of South
Gujarat-Rharuch, Surat and Valsad have in fact led the industrial development of this region. The
cntire nctwosk of cstates in this region is controlled by the Divisional Manager's office at Surat. The
South Gujarat division has been divided into three regions, i.c.Ankleshwar, Surat and Vapi. Al three
rcgions arc hcaded by Regional Managers.

An industrialist gets a rcady plot of land, shed, and in principle, power, water, a nctwork of roads and
tclccommunication facilitics, banks, postal scrvices cic. Intervicws with a cross section of entreprencurs
(mainly office bearers of various industry associations in thc rcgion) revealed that at micro levels
cntreprencurs continuc to facc a wholc range of problems which dclay or obstruct the implementation
of their projects'.

A common sct of problems related to powcer,watertclccommunications, transfer of land, and
burcaucratic attitudes towards cntreprencurs. Many entreprencurs traced the problem to the fact that
at the grass roots level govermment officers were not sensitive to the needs of industry in terms of time
and cost. A frequently mentioned issuc was the nced to decentralize power so that decisions can be
quickly laken, at the field level. Many rcporied that GIDC officials maintained an attitdde of the
powerful patron towards entreprencurs and saw themsclves in a position of being able to grant favours,
in terms of quickness of scrvice, for cxample.

Thesc obstructions can be traced to two factors. In the first place, scveral laws remain in force which
allow povernment officials (o play a hindering role in industrial development. In recent years much
has been said about the inspeclor raj replacing the license permit raj. Onc significant arca in which
the role of the inspector continues to gencrate cnormous delays in industry operations is the Boilers
Act. The Chicf Inspector of Stcam Boiler, Ahmedabad, is dircctly under the administrative control
of the tabour Commissioncr, Ahmedabad. Under the Chicf Inspector, the Inspectors work mainly at
Surat, Ahmcdabad, Rajkot and Baroda. The function of (hese inspectors is mainly to implecment the
Indian Boilcr Rulcs, 1950, and the Gujarat Boiler Rules, 1966. A frequently voiced complaint amongst
entreprencurs seemed to be that while these laws have remained unchanged, boiler technology has
moved ahead, with the result that there is very little meaningfulness in the activitics of boiler
inspectors. There have been frequent demands for a system of sclf certification, or third party
certification, but the framework of boiler inspection has remained unchanged.

The usc of land as an industrial resource remains another important sphere ol bufcaucratic control and
delays. In accordance with state land rulces, the transformation of agricultural land into industrial land
can takc place only under governmental auspices; in other words, the farmer cannot readily sell his
land to an industrial entreprencur sceking a site for his factory. A grcat many delays and obstructions
arc causcd by the lengthy process of obtaining land sanciions; this process, again, tends to reproduce
the power of the government official and placcs him in a position where he can hold up the private
cntreprencur, demand bribes cic.

THRAM SARABIAI LISRARY
WOIAN INSTIIUIE OF MANAGEMSS
9 thid. YAKTRAPUR. AHMFDARALSBOUSS

10 This scction draws on interviews conducted with TAS officers in the various concerned departments of
the Gujarat Government, with officers at the District Industrics Offices, office bearcrs of various
industry associations in thc Ahmcdabad arca.
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The sccond important factor that this study rcvealed was the attitude of thc burcaucracy lowards
industrial cntreprencurs. In Gujarat govemmental support to private business has been a predominant
theme in the state’s industrialization thrust tong before the cra of cconomic liberalization. As
mentioned above, successive governments have acted as catalysts to this phenomenon; the burcaucracy
has acted as a strong supportive agency in the industrialization agenda. What economic liberalization
has in fact done is to reinforee the ideology of state support for entreprencurial activities. ‘The network
of povemmental agencics, outlined above, arc headed by scenior level IAS officers. These burcaucrats
perceive themselves as providing crucial supports and inputs necessary for the industrial development
of the state. What drives their basic approach: (o their work is the firm conviction that the state nceds
to support rathcr than dircctly undcriake industrial activity., There is also a fairly high level of
awarcness amongst these civil servants about the overall framework of economic policy changes thal
have been introduced through the liberalization package: and there is a clecar perception of the
changing rolc of thc government and of themselves as burcaucrats in the context of the policy shifts.
Many senior IAS officers conveyed the sensc that they operated with a very positive approach towards
privatc busincss. It scemed that in their pereeption what cconomic liberalization had brought about
was a reversal in the roles of the burcaucrat and the entreprencur. While carlicr the entreprencur had
to woo the government official (or permits, licenses and what-have-you, in the present scenario
government officers were increasingly impelicd by the nced to go out and scck busingss.

Scnior govemment officials did not convey a sense that through liberalization they had undergone a
divestiture of power. Many in fact said that the definition of state or burcaucratic power had been
changed, from that of a negative sense of controls and regulations to a positive sense of helping and
supporting industry. Scveral conveyed a sensc of cxcitement with the new policy regime and in fact
saw thcmselves as playing key roles in supporting the industrial development of the state.

This impression was entircly lost as onc went down the burcaucratic hicrarchy. From the collector to
the inspcctor, (o the personnel actually engaged in the work of implementing a power connection or
a water conncction, there scemed to be an astonishingly low tevel of awareness of the changed policy
scenario and the positive and supportive role that these officials nced to play with regard to private
cnircprencurs. In fact very (ew of middic and lowcr level officials, drawn from the state civil services,
actually had any information about economic liberalization. Secveral of these officials, in as important
positions as, say, that of the Managing Dircctor of a District Industrics Centre, conveyed an attitude
of suspicion and mistrust towards privatc entreprencurs; they staled clearly the impontance of their
positions as rcgulators and waichmen over private busingss,  In this they saw themselves as
representing in some ways the interests of the people, of the collective, as opposed to the particularistic
Interests ol businessmen. Here, clcarly, once saw the continuation of the themes of staie control and
predominance which had underlined the cconomic policy regime of the first three decades of
independence and which economic liberalization has attempled to undo.. The work ideology of a large
cross scction of middle and lower lcvel govemment officials appearcd tuncd to a highly state-centered
philosophy.

There scemed to be two factors that accounted for this rift between the higher and lower burcaucracics.
In the first place, 1AS officers are frequently much closer to the policy making process than lower
level officers. Scnior officers arc In {requent contact with ministers; they participate also in such
activitics as mectings with representatives from international agencics, with representatives of business
associations, where concepts of globalization, frec market, arc dominant themes.

Sccondly, a large number of training programmes arc conducied for 1AS officers to sensitize them 1o
the changing policy sccnario.  The Training Division of the Ministry of Personncl in the central
government is responsible for organizing and sponsoring these training programmes. Such programmecs
arc conducted by premicr training institutes in the country and focus particularly on cconomic policy
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changes. The exposure of TAS officers, then, hoth in their work situation and through consciously
designed training programmes o the new cconomic reforms, is fairly high,

fronically, the contrary is truc of lower Icvel burcaucrats.  Their every day work situations have
changed, calling for a morc positive approach to the cntreprencur, the need for speed and quality
service, and an orientation o scrvice rather than to the pcity excrcise of patronage; yct there is
rclatively littte, in the every day universe of an inspector, for example, to scnsitize him to the new
policy context or to the fact that he nceds to change his role and perform new functions.

The most striking gap here seemed to be in the arca of any conscious cffort to impart information and
training regarding thc ncw cconomic rcforms. In Gujarat thc Sardar Palcl Institute of Public
Administration locatcd at Ahmedabad is responsible for designing and conducting training programmes
for state level burcaucrats. This institute is hcaded by an IAS officcr and is adminisicred by the
General Administration Department of the Govemment of Gujarat.  The Compendium of Training
Programmcs for 1994-95 rcvcals that training programmes arc held for state level civil servants on a
wide varicty of subjects, from rural dcveclopment to computer training, role of cottage industries,
disaster management, environmental management cic. Howcever, in the contents of as many as 96
courscs scheduled for 1994-95, the phrasc "cconomic reforms” docs not occur even once. Thus not
any of the programmes designed for statc Ievel govemment personnel would contain cven a marginal
reference to the fact that economic liberalization is under way. The faculty at the Institute
acknowledged that this was a scrious gap in the training programmcs that they were conducting ; but
it did not scem that they had formulated plans for correcting this situation.

The analysis presented above shows in a microcosm the multiple contradictions that might beset a
bureaucracy in the context ol structural adjustment. While industrial development in Gujarat has been
fairly rapid, rclatively little has been donc by way of implementation of administrative reforms that
would cnable the government to cut down surplus manpower in various departments, restructure

functions for greater efficiency and to cut cstablishment costs, thereby releasing resources for
investment into plan schemes.

Sccondly, Gujarat offers perhaps the best cxample of a burcaucracy committed o industrial
development by providing a strong structurc of supports for the private scctor; it appecarcd that 1AS
officers truly saw themselves as a tcam committed 1o the concept of industrial development by
supporting the private scctor. On the other hand, fickd level examinations revealed that entrepreneurs
are frequently delayed and frustrated by burcaucratic red tape, by unsympathetic and unhclpful officers,
and by the continuation of rulcs that hinder rather than facilitaie the process of getting on with a
project. This impression was corroborated by the fact that middie and lower level officers hardly have
any exposure to the concept of liberalization and the nced to change their attitudes and modc of
functioning vis a vis privatc entreprencurs.

4. Economic liberalization and administrative reforms: China

In what ways have other reforming countrics dealt with the question of administrative rcfomm as a
responsc to cconomic liberalization?  In China the Communist revolution of 1949 led to the
foundation of the Communist state in 1949 and the crcation of a fully statc-owned cconomic system
both in industry and in agriculture. This system was led over thrce decades by the Party and
governmental burcaucracy. Since 1976 the socialist economy of China has been significantly changed
as markct principles have been sought to be introduced in both industry and agriculture, privatization
has been attempted and fairly large amounts of forcign investment have been brought in. China’s
mcasures of cconomic libcralization granted greater autonomy to factory managers, crcated a market
in the distribution of both agricultural and industrial commoditics, decollectivized agricultural
production, and allowed greater room for individual entreprencurship.



While a detailed discussion ol Chinesc economic reforms is beyond the scope of this papcer, it should
be noted that the course of Chinese liberalization has not been unbroken or unilateral. Particularly at
two stages, liberalization policics led to over heating of the economy, as invesiments rose beyond
government targets, imports cxcceded cxports, the trade dcficit increased, prices soared and
governmen( revenucs decreased. Between 1981-83 and again between 1985-86, the Chinesc lcadership
held back on liheralizing reforms and introduced instcad periods of consolidation whereby impont
controls were tightened, ratc of investment slashed, the growth of moncy supply slowed, and
production quotas were reduced, in an effort to cool the economy'!. Since 1986 the reform cffort has
gaincd momentum once more and has bheen sustained; the broader trend has been towards the
diversification of the cconomy, greater autonomy for producers, a larger role for the market, and
professional management of enterprises. The sustained nalure of Chinese reforms reficcts a larper
consensus amongst Chincse Icaders of the need for reform,and highlights in particular, the stratcgic
role played by premicr Deng Xiao Ping in pushing the reform agenda. '

Since 1978, when the economic reforms began,the Chinese leadership has tricd to introducc reforms
both in the party and in the governmental burcaucracy. The following account will focus mainly on
civil service reforms and will attempt to highlight not only the changes that have been brought in but

also the institutional factors that have prevented any dramatic shifts in the structure and culture of the
Chinese bureaucracy.

The burcaucracy in China is onc of the largest in the world and is almost two thousand ycars old, The
pre modem Chincsc state had a highly developed burcaucratic structure characterized by an claborate
sct of rules and regulations goveming its functions, recruitment, official responsibilitics, promotion,
rnking and discipline. The official idcolopy of fate imperisd Ching, Confucianism,underlined the
Chinese burcancracy’s functioning for many centurics. Officials were sclected on the basis of their
knowlcdge of Confucianism and a large part of their dutics was to rule according to the official moral
doctrine and 10 disscminatc it amongst ordinary citizens.

The legacy of a large bureaucracy and of a strong oricntation to an official ideology provided the
structural basis for thc creation of the modem Chinese state under the Communist Party's rule. The
idcology of Marxism-Leninism provided not only the guiding principle of social and cconomic
organization, but also the moral philosophy that was 1o govern the behaviour of govemment officials.
Aflter the formation of the communist state, the Party took upon itscll many of the administrative
functions that had previously been the responsibilities of state officials. Thus the linc between the
panty bureaucracy and the civil scrvice or statc burcaucracy was almost obliteratcd as Party Sccretarics
at all levels replaced government officials and cnlcrprisc managers.

By the 1960s and 1970s as the economic problecms of Communist China intensified and surfaced in
political and intellectual dcbatcs in the country, a number of dysfunctional aspecls of the burcaucracy
too became part of the gencralized disillusionment with the existing political cconomic system'”. A
central problem that pervaded the Chinese burcaucracy was the age profile ol senior officials; many
of them had been active in the communist movement and had joined the burcaucracy after the
formation of the communist statc in 1949 when they were alrcady in their 40s and 50s. By the decadc
of the 1960s and 1970s without any rcgular procedure of rctircment, most top national and provincial
leaders were in their sixties and few prefectural and municipat lcaders were under forty five,

H Harry Harding, China’s Second Revolution, Reform After Mao Chapter 4, Washington D.C. Brookings
Institmion, 1987,

12 he material on burcaucracy reforms in China draws on Harding, op cit. pp 204-11,and George Rosen,
Contrasting Styles of Industrial Reform: China and India in the 1980s, p 121. Chicago: Chicago
University Press, 1992,

12



Additionally, rccruitment to the burcaucracy had frequently been on the basis of commitment o
ideology rather than technical or professional skilts; indeed, Miuo's disdain for technical expertise and
intclicctualism had left a strong imprint on the character of the burcaucracy which was marked by low
level of cducation of officials, and lack of professional and technical expertisc.

The reform of the Chinese burcaucracy began as carly as 1979 with a concerted cffort to replace older,
less cducated and conscrvalive cadres wilh younger cadres, posscssing some degree of cducational
qualifications, and with dcmonstrated commitment to the new ideology of reforms. Onc of the
principal instruments adopted was a policy of mandatory rctircment for scnior govemment officials
with adcquate pension and compensation. The net effect of these reforms has been a lowering of the
average age of Chincsc officials and an increcase in the percentage of officials with formal cducational
qualifications, such as a college degree. With regard 10 the civil service, the thrust of the reforms has
been to fix retirement ages, to create fixed terms and regular rotations in order to prevent concenltration
of administrative power, and to provide clear dcfinitions of official tasks to avoid inefficicncics and
abuse of power by officials. A more stringent method of cvaluation of performance was also adopted.

While these reforms have done some good, in many ways the Chinese burcaucracy has successfully
resisted reforming itself. In the first place, cutling the sizc of the burcaucracy, which had been one
ol Deng Xiao Ping’s stated intentions, has proved difficull. On this count there was an initial record
of success. Thus it was announced in 1982 that the number of vice ministers had been cut by 80%
the number of dircctors and deputy dircctors of central government burcaus by 50% and the central
Party staff by 17%. Comparablc cuts were also made in burcaucratic agencics. The number of central
ministries was rcduced from 52 to 43, the total number of central government agencies cul from 100
to 61 and the number of provincial burcaucratic offices trimmed by 30 to 40%. But these positive
achievements had only very short tcrm impact as ccriain counter tendencies began to surface: it
became cvident by the latc 1980s that by hiring "temporary”, or "supplcmentary” staff on account of
pressure of work, the burcaucracy had begun to recreate for itself similar staffing Ievels as had existed
before the drive for reform. Similarly, the cffons to instituic personnel management reforms such as
fixed tenures, retirement age cte. have been isolated and no comprchensive Icgislation has come about
underlining these principles. Resistance within (he burcaucracy to the threat of being deprived of their

sccurity of tenure has prevented both comprehensive reform and any significant cutting down of
numbers of personncl.

The resistance of the Chinese burcaucracy to change is possibly most obvious in the arca of entcrprise
management reform. The post-Mao cconomic rcforms have given managers greater freedom over
financial resources, employce dismissals and cnterpriscs profitability. However, both Party and state
burcaucracies have been loth to surrender their controls over state enterprises. In many cases,
government agencics at the local and municipal lcvels have unofficially retained their control over
statc enterprises. Some state industrial burcaus have used their control over raw materials to cxercise
power over enterprisc managers. Party committees at the local levels 100 have continucd 1o excreise
control over managers. There is in fact a grcat deal of bittermess and frustration amongst enterprisc
managers with the lack of actual implemcntation of the deregulation of state cnterprises.

Thesc facts arc corroborated by the gencral impression among China scholars that economic reforms
have not found a great deal of support within Chincse burcaucratic institutions, particularly in the
lower burcaucracy.” Many burcaucratic institutions have in fact tacitly, if not openly, opposed the
rcforms and supported a conscrvative stance primarily becausc they perceived the reforms as heralding

13 David Bachman, State Structure and Recurring Patierns of Change in China “ (mimco, Princcton
Universily, November 1982),and " “Leaps and Retreats in the Chinese Political Economy, (mimco,
Princcion University, February, 1984).
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the end of their power and prestige. The Ministry of Heavy Industrics for example, had benefitted
cnormously rom the priority assigned 1o that scctor under the Stalinist model of growth; it clcarly sces
itsclf as under attack in the new policy framework which stresses the importance of consumer goods,
light industrics, and forcign investment. The state planning apparatus similarly has resenied and
resisted the loss of power as central planning has given way to greater space [or the markcet.

To sum up, the reform of the Chinesc burcaucracy appears to have been consciously planned and
attcmpted particularly in the arcas of cutting manpower, creating greater accountability and preventing
concentration ol power. However, in scveral spheres of burcaucratic functioning there remained crucial
gaps in the implementation of refonn. Burcaucracics appear successfully (o have recrcated numbers
where jobs had been cut; in the realm of enterprisc management, government and party burcaucracics
secm to have continued to exercisc control over enterprisc managers cven when in principle such
control had been removed.

Finally, economic rcform continucs to be perceived as a threat of loss of power by government
departments and party agencics; (o that cxtent the process of reform remains subject to criticism, overt

or othcrwise, opposition, or at least foot dragging by personnel who arc ultimately responsible for its
implemcntation.

5. South Korea

South Korcan cconomic rcforms can be best scen in the comext of two major shifts in Korca's
developmental model; the first occurred in the carly 1960s when following a military coup, under
President Park the economic policy regime made a major shift from an impont substitution model of
industrialization 10 an cxport based stratcgy of growth. The policy shifts rcpresented a sct of
liberalizing mcasurcs combined with scveral regulatory laws which clearly gave the statc a defined arca
of control over the economy. Thus devaluation and tari(f-free imponts (or use in all export production
were the centre picces of the liberalization policics. At the saime time, the govemment sought o
monitor the cconomy through the following mecasurcs: export largels were sct; afll commercial banks
were nationalized; the government introduced a system of official guaranices for loreign loans which
extended the govemment's control over long termm forcign loans. The number of public scctor
enterprises increased nearly threefold from 36 to 108 over 1960-72. Their share in GDP also increased
from 6.98% to 9.07% over 1963-72. Short term pricc controls were another instrument of control
cxercised by the govemment over the cconomy., Over the next ten ycars Korea's growth rate
accclerated 10 9.5% (in the previous decade Korea had recorded an average annual growth rate in GDP
of 4.5) accompanicd by significant change in its output structurc. The share of industry in GDP
climbed from 17.1%t0 35.2% and that of agriculture declined from 45.2%to-29.5%. The sharc of
cxports in GDP went up from 3.1% to 17.6%".

These dramatic growth rates, however, were not sustained in the 1970s. The oil shock of the carly
1970s lcd to stowed growth and macro cconomic instability in the European and North Amcrican
cconomics, the NICs' major markets; additionally, by the early 1970s tcehnological breakthroughs,
tightening labour markcts and rising rcal wages signalied a gradual shift in the comparative advantage
of the NICs in the export markct away from low labour costs.'® In Korca serious cconomic problems
cmerged in the 1970s: a growing rcliance on cxtemal borrowing, weakening financial structures among

14 M. Shahid Alam, Governments and Markets in Economic Development Strategies: Lessons from Korea,
Taiwan and Japan, New York: Peacpar, 1989, chapier 2.

15 Stephen Haggard, Pathways from the Periphery: the Politics of Growth in Newly Industrinlizing
Countrics, lthaca and London: Corncll University Press, 1990, pp 126-133.
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Icading firms, and balance of payments difficultics associated with an cxpansionist macro cconomic

policy. A ncw gencration of technocrats critiqued the existing system and catled for an cconomic
modcl with significantly less state intcrvention'®.

The second major shift in Korea's economic policics began when the Heavy and Chemical Industry
Plan (HCIP) was promulgated in carly 1973, It was designed to usher in an cra of import substitution
in machinery, chemicals and transpont cquipment. While the state participated  dircctly in
petrochemicals and steel,in the clectronics and machinery scctors industrial estates were built to housc
private scctor ventures. Continuing the thrust in cconomic reforms, the Comprehensive Mcasures for
Economic Stabilization (CMES) was cnacied in April 1979 primarily to curb rising inflation. But rising
prices as also the stabilization measurcs triggered off popular discontent and opposition to the Park
government. General Park was assassinated in latc 1979; but the government of Chun Doo Huan which
came to power in 1980 continucd with the stabilization policics. It sought Lo reduce incentives and
subsidics, to scalc back ncw investments; wages,promotions and hiring were frozen; and scvere
restriclions were placed on trade union activities'’.  These mcasures showed resulls in cconomic
terms as the average annual growth rate of GDP revericd back in the decade of the 1980s to 9.4%.

It is now penerally agreed that Korea’s remarkable cconomic successes were achicved not through the
application of pure frce markct principles but through a judicious and highly cffective combination of
market forces with statc control™  While adopting the right or appropriatc cconomic policics was
cerainly central in this development, the present focus i§ on the naturc of governmental institutions
which contributed to Korca's cconomic growth. ’

In the two stages of Korea's developmental history outlined above-the export oriented growth stralegy
of the 1960s and the heavy industrics and stabilization oricnted policics of the late 1970s onwards-the
government playcd somecwhat diffcrent but continuous roles. The shift to an export oricnted model
of growth in the carly 1960s was accompanicd by a widc range of statc intcrventionist mechanisms.
At Lhis stage a number of state institutions and practices were evolved which played a central role in
the initiation, implementation and coordination of cconomic policics. In the early 1960s General Park
created the Economic Planning Board whose hcad was clevated (o the rank of the deputy prime
minister in 1963. The EPB functioncd (0 create and monitor long term cconomic developmental
plans. While its traditional powers were planning and budgceting, over the ycars the EPB has gained
formal authority 10 coordinate a wide range of cconomic policics. Other economic ministrics were
rcquired to have prior consultation with the EPB head when they wanted 10 initiate major policy
proposals.

What were the factors that enabled Korcan govermnmcental institutions to intervene cffectively in the
cconomy? What distinguishcs the Korcan burcaucracy from other developing country burcaucracics
which have been less successful? ;

Successive presidents have sought (o insulate The cconomic burcaucracy, particularly the EPR, (rom
broader societal pressures, This relative amonomy has supposedly given the EPB a perspeclive
broader in scope than (hat of other ministrics which possibly represent more parochial inferests. This
image has reinforced the EPB's fonnal authority over other ministrics. Sccondly, a considerable influx
of military personnel into the civil service possibly added to the burcaucracy’s developmental outlook
and a disciplincd, managerial and professional approach.  Additionally, govemment institutions and

16 ihid.
17 ihid,
18 Scc, for cxample, Alam op cit.; scc also Haggard, op.cit.(ch 6).
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practices were consciously designed to batance statc control with the development of the private sector
as the central engine of growth. Frequently, therefore, the private scctor was cncouraged to provide
fcedback and advise on relevant policies. An important forum for such cxchanges, for cxample, was
thc Monthly Export Promotion mccting. According to General Park, :* the cconomic planning or long
rangc devclopment program must not be allowed to stiflc creativity or spontancity of private enterprise.
The ovcrall national development program may nccessilate, for rational operation of the ecconomy,
reluctantly imposed administrative control over the regional allocation of various industrics and
planning for investment"'®. This philosopby hclped create a burcaucracy which was tuned 1o playing
a central role in economic development whilc at the same time facilitating the growth of market forces
and of private enterprise.

The second significant landmark in Korca's cconomic development began in the late 1970s with the
push towards heavy industries and the stabilization policics. Following the thrust towards stabilization,
the question of reoricnting the role of government has fcatured importantly both in political and in
acadcmic thinking. The gradual democratization of Korcan politics too has influenced public thinking
on the need to reshape government institutions on less centralized lines, delegating more control to
local authoritics and popularly constitutcd bodics. There has been an increasing awareness that the
bureaucratic institutions which scrved the growth stratcgy of the 1960s was no longer appropriate in
the context of the stabilization policies that had been introduced in the 1980s and 1990s. Some efforts
have been made 1o reduce the number of governmment agencics and the cconomic role of the
government. In particular, there have been cffors to decentralize its decision making power to local
government and administrative agencies and to privatizc the public sector towards morc private
initiative and frec market mechanisms. During 1970-84, 2,513 administrative matters were delegated
from central govemment to local govemmental level; and 360 governmental authoritics were also
relcased to the private sector. In 1985, 90 central govemment matters were delcgated to local
authoritics and 16 govemmental authoritics were privatized to civilian institutions®,

A critical factor in the burcaucracy's cffcctivencss has clearly stemmed from the authoritarian nature
of the Korean govemment which cnablces it 1o push through unpopular or unpalatable administrative
reforms. During the stabilization drive, for cxample, a wage frecze was imposed on public scctor
employccs, promotions were dclayed, positions down graded and hiring was frozen. Under the guisc -
of a "social purification" campaign a large number of govemment employecs were purged outright®,

It is important to note that the Korcan stabilization drive had drawn considcrable opposition, not only
from business scctors  (which resented cnlarged state investments in the hcavy industries negatively
affecting subsidics and incentives so long provided to export oriented light manufacturing industrics).
and farmers (opposed to the withdrawal of agricultural subsidies), but also from civil servants
threatened by the drive to cut government jobs. The implemceniation of CMES, mastcrminded by the
EPB, focussed on disseminating the logic of stabilization amongst all ranks of the'burcaucracy and on
coordinating burcaucratic aclivity around CMES. The EPB dcvised public infonnation, cducation and
communication (IEC) programmes (0 reinforce the new policy. These programmes were targetted at

19 Quoted in Bun Woong Kim, "An Asscssment of Government Intervention in Korcan Economic
Development” p139, in Gerald Caiden and Bun Woong Kim (cds) A Dragon’s Progress, Connecticut:
Kumarian Press, 1991,

20 ibid. p 140.
21 Haggard, op cit, p 134.
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govermnment officials at all levels, and was uscd not only to disscminate information but also to creatc
conscnsus around the programme™.,

The authoritarian nature of the Korcan political system, particulasly since the military coup of 1961
has rcinforced thc power of the burcaucracy. ‘The concentration of decision making and
implementation powers has allowed thic burcaucracy speed and flexibility in govemance and in pushing
through cconomic reforms; the absence of democratic institutions has insulated them from political
pressurcs from socictal groups.

6. Conclusion

This paper has explored some material on India,China and South Korca o highlight shifis in structures
and attitudes of burcaucracics in the context of structural adjustment/cconomic liberalization
programmcs. As these programmcs have begun in many devcloping countrics, a large part of the
dcbate has focussed on a critique of burcaucracics as undcerlining the perecived failures of govemments
1o lead development. Policy prescriptions have frequently emphasized the need to do away with
burcaucracics.

Much of structural adjustment in the third world has drawn from the cxpericnce, both historical and
contemporary, of western industrial socictics. This cxpericnee is frequently cited in order to highlight
the importance of thc market and the minimal rolc of the statc. However, it is important to rcmember
that much recent literature in cconomic history has underlined that the growth of industrial capitalism
in westen Europe came about not merely through private activitics, but through the forces of powerful
bureaucralic statcs in combination with emerging markets®’,

Similarly, there have been attempts 1o portray the success of the East Asian cconomies as illustrating
the uscfulness of the marginal rolc of the state. Recent studics of South Korea have shown, on the
contrary, that statc intervention in markets, as also significant statc participation in thc cconomy, was
central in South Korca’s development, and particularly hiphlighted during its phascs of structural
adjustment.™

This history, then, highlights the positive role played by governments in cconomic development; the
state’s role in the period of structural adjustment in developing countrics needs to be placed in the
perspective of this history rather than focus cxclusively on the hated babu of the liberalizer's hystena.
The question then is not much to rcduce or climinate the state as to redefine and restructure it to
cnablc it to play a positive role in structural adjustment.

The forcgoing analysis reveals that as statc lcaders have attfempied to change the nature of
governmental institutions in order to respond to the necds of structural adjustmert, a number of factors
have played critical roles in this process. The nature of the political regime- the degree of

22 In Joung Whang, "Government Dircction of the Korcan Economy”, in Caiden and Kim, op cit. p 93;
also Whang, "Economic Management for Structural Adjustment in the 1980s",(p 315-320) in Vittorio
Corbo and Sang-Mok Suh (cds) Structural Adjustment in a Newly Industrialized Country: the Korean
Experience, World Bank, 1992.

23 For two classic statements of this position, scc Alexander Gerschenkron, Economic Backwardness in
Historical Perspective, Cambridge, MA: Harvard University Press, 1962; Albert Hirschman, The
Strategy of Economic Developntent, New Haven, Conn: Yale University Press, 1958,

24 Scc particularly Alam, op cit., and Alicia Amsden, Asia’'s Next Giant,: South Korea's Late
Industrialization, New York: Oxford University Press, 1989.
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authoritarianism or democracy- has obviously a central role in this process; in a political sysicm where
governmental clites have the power 1o push through unpopular policics against criticism and
opposition, lcaders are able not only 1o trim the size of the burcaucracy and restructure it, but the
burcaucracy itsctf is rclatively free from societal or political pressures to implement secemingly
unpopular policics. Korca's success in this repard, however, has to be scen in the context of its
relntively  small peographicat nren and popalation, and the monotithic nature of the milhary
burcaucracy which has administcred development in that country since 1961. A powerful military
prescnce has infuscd the burcaucracy with a disciplined, non idcological, pragmatic sct of responscs
to the imperatives of structural adjustment.

In China, on the other hand, a highly statist idcology followced by thc Communist Parnty since 1949,
the largeness of the country, and the claboraieness of the burcaucracy has placed scrious limits on-
administrative reforms; party officials at local levels have resisted the divestiture of power and
burcaucratic structurcs have recrcated themselves. In India too, as the case study of Gujarat revealed,
statist orientations were pervasive in the middle and lower levels of the burcaucracy which remained
rclatively uninformed of the liberalization programme: their day to day funclions frequently went
against the logic of liberalization and reproduced precisely the kind of governmental hindrances,
irrationalitics and incfficicncics that liberalization aimed to corrcct.

Can burcaucracies truly change their characters? Or , how much can they change? Much of the
thinking on structural adjustment in devcloping countrics has indced emerged from the ranks of the
burcaucracy. Top level burcaucrats, tcchnocrats who have been laterally recruited into the
burcaucracy, have frequently shaped policics and have provided the intclicctual rationale for
Jiberalization. Thesc ranks of the burcaucracy have indecd provided a critique of the state from within
the state. These cnclaves have acted on a combination of factors: their exposures to the intcmational
cconomic climatc, their response to the pressures of infemational agencices, their own initiatives and
pereeptions of the need for change.

If administrative agencics can be thought of as pyramidal structurcs, much of the sharpness of the
focus on liberalization is lost in the heaviness of structure and the routine activitics in the middle and
lower rungs of the burcaucracy. At thc samc time, these structures remain central in the
implementation of liberalization policics. In countrics where burcaucracies have been tuned for decades
to devclopmental paradigms which define them ss penerators and guarantors of the collective good,
it Is entircly unpractical to introduce market oriented models of growth unaccompanied by a
conceptualization of stale rcform. In this comtext it would scem that inlcnsive and extensive
socializing and cducative programmcs, dealing with the theory and practice of market oricnted reforms,
would play a crucial role in generating the nceessary changes in the mind sets of bugaucracics from
a statist to a markcet philosophy, and to a positive orienlation to a ncw sct of tasks,

Finally, structural adjustment/cconomic liberalization programmes need to be contexiualized rather than
pursucd as uniform, universal policy prescriptions. Although, as has been mentioned carlicr, the state’s
role in the growth of industrial capitalism in thc west has now been cstablished, westem cconomic
development in the nincteenth and in the first half of the twenticth centurics was to a significant cxient
propellcd by private enterprise and powerful liberal ideologics; statc ownership and statc supported
wclfarc in thesc countrics were to a great cxtent a post world war Il phenomenon when
industrialization had already advanced. In the 1980s and 1990s when in these countries, the pendulum
swung once more towards markets, govemments could rely on strong historical traditions of laisscz
faircism and a rcady vocabulary of liberalism in which 10 contextualize markcet oriented reforms.

Most Asian countrics, on the contrary, have been characterized by very different historical traditions;
in the casc of China an claborate burcaucracy which pervaded all levels of political life down to the
remotest village had been a powerful and cnduring political institution; in Korca 100 a patcrnalistic
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tradition ol burcaucratic authority has marked the country's political culturc for many centurics. The
absence of democratic institutions in the modemn peried has further reinforced these stale-centered
traditions in these socictics which have historically lacked in strong individualistic social or political
philosophics. In India in the political philosophics of Hindu, and later, Moghul states, the statc or
King was presented as divine, benign, saviour and guarantor. The colonial state only scrved to
intensily the notion of an all powcrful burcaucracy standing above socicty. In the post independence
cra democracy has been understood as political rights of the individual combincd with communitarian
principles of colicctive responsibility embodicd in the state. In India, then, the state-socicty relationship

has typically been entrenched in a paradigm of hicrarchy and this was only rcinforced by the socialist
hetoric which was played up in the post independence cra.

In such socictics markct oricnted reforms come up against a cerlain institutional vacuum. In other
words, in such socictics there hardly exist any institutional forces which can replace the central role
- that states and burcaucracics have traditionally played. This historical tradition would suggest that
rather than attcmpting to do away with statcs and burcaucracics, markct oricnted reforms in such
.societics need to be balanced by continuing roles of burcaucratic structures, reoriented to a revised sct
of tasks, responsibilitics, and attitudes (o suit the shift from a statc centered to a market-led
_developmental paradigm.
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